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This strategy statement has been prepared by the AID 
field mission. It is prepared annually and used for 
planning purposes in the field and in Washington but 
is neither officially approved nor disapproved by 
AID/Washington. It does not represent official Agency 
policy. " 3 



CONTINUOUS BREAKS IN SEQUENCE 



FOREWORD 

This CDSS builds on the strategy outlined in last year's sub- 
mission. A number of factors have intervened since last March to 
alter our analysis and strategy. 

First, on April 27 a revolutionary government overthrew the 
Daoud regime. In its press to consolidate its power and join the 
vanguard of socialist countries, its development plans remain largely 
unformulated. This has major tactical implications for a U.S. assis- 
tance strategy. 

Second, the Mission's thinking has evolved and crystalized as 
our understanding of poverty in Afghanistan has come into clearer 
focus and new opportunities for programming AID resources have been 
identified. 

Third, more explicit CDSS guidance has prompted a harder look 
at cross-sectoral linkages and a sharper analysis of poverty as the 
basis for our strategy formulation. 

The upshot is that this CDSS is a better defined, but still 
evolving strategy. Many of the identified causes of poverty rely 
on hypotheses that must yet be tested as data are developed. While 
the proposed strategy is conceived in terms of alleviating poverty 
by raising rural incomes broadly defined, the test will come in its 
execution. The feasibility of our AID strategy depends ultimately 
on the DRA's own development priorities and its willingness to co- 
operate with the U.S. in such a strategy. 
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INTRODUCTION 

In setting out the Mission's strategy for the next five years, 
this CDSS first defines poverty in terms of basic human needs. It 
then identifies and describes the characteristics of our proposed 
target group. Next, we present an analysis of poverty in Afghanistan, 
proposing a number of hypotheses for its causes and identifying the 
major constraints to raising the level of income for our target 
group. 

Against a review of development progress and commitment to Basic 
Human Needs (BHfl), Democratic Republic of Afghanistan (DRA) plans 
and budget, absorptive capacity, and other donor plans, a set of 
USAID objectives is established and a strategy for contributing to 
their achievement outlined. The broad objective is to raise rural 
household income, including basic health and education, of the tar- 
get group; given the current political climate, certain tactical 
considerations are also discussed. 

Finally, the proposed means for implementing the strategy are 
identified in a proposed assistance planning level, a portfolio of 
possible projects with indicative obligations, and a proposed staff 
level and Mission organization. 



PART I ANALYSIS 

A. DEFINITION OF POVERTY 

Poverty in its broadest sense means that certain basic human needs 
go unsatisfied. Measured by almost any international standard, basic 
human needs in Afghanistan are not being met. The Crude Death Rate 
is approximately 25 per 1,000, the Infant Mortality Rate (180/1,000) 
is one of the world's highest, and life expectancy at birth is only 
35 years. Access to clean drinking water is unknown even for most of 
the residents of the capital city, and periodic food shortages in some 
parts of the country have resulted in famine. The low average tempera- 
ture makes the inadequacy of clothing, shelter, and particularly fuel 
all the more acute. Some 2.5 million primary school age children are 
not in school and only one in every nine illiterate. Finally, the 
country's per capita income is only $180, " and income distribution 

II 
is highly skewed. 

The IBRD defines the absolute poverty level in Afghanistan at 
$85 per capita. This includes cash and in-kind income in the form 
of food and other subsistence items. While this income level repre- 
sents what is required tc meet basic needs available in the market or 
through subsistence production, it excludes those basic neecs. such 
as health and education services, which cannot be adequately satis- 
fied in the marketplace. As such, the Bank's definition is inade- 
quate as a measure of poverty. 
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2/ See Annex B. 



Identifying a target group inevitably involves a choice among poor 
groups in an attempt to arrive at a useful definition for programming re- 
sources. Thus, we have not included nomads and the urban poor among our 
target beneficiaries. Nomads constitute only a small proportion of the 
population (less than nine percent); further, we know very little about 
them and they would be difficult to reach. The urban poor also consti- 
tute only a small proportion of the population, but the primary reason 
for excluding them is that most government health and education services 
are already being directed toward the urban areas, and most industrial 
development is also occurring there. We realize, however, that as Af- 
ghanistan modernizes, the size of the urban population will probably in- 
crease dramatically and require our future attention. 

In the following pages, our target group is described in more detail. 
The subsistence farmer is one whose landholding is sufficient to pro- 
vide at least minimal household food requirements. At least one-half 
of the 1.2 million landowning farm families in Afghanistan are sub- 
sistence farmers. Most of their income is in the form of wheat produced 
on their own farms; the bulk of this is consumed in the household, and 
any excess is sold or bartered in exchange for basic necessities. The 
subsistence farmer's landholding is generally small relative to its 
quality, and low yields and high risk make food security his major con- 
cern. He and his family are normally uneducated and illiterate, with 
only minimal access to health, education, and family planning services. 
The landless and near-landless. Another 600,000 rural households are 
without land. There are also several thousand households whose land 



rather than a scarcity of food jger se . Finally, only 29 percent of 
the primary school-age children are enrolled, leaving one million boys 
and 1.5 million girls between the ages of seven and 14 out of school. 

In the analysis of poverty below, we not only identify and explain . 
the causes of poverty in rural Afghanistan but demonstrate that, in 
terms of our definition of poverty, our identified target beneficiaries 
are indeed poor. 
C DIAGNOSIS OF POVERTY 

In this section, we identify first the determinant: of rural house- 
hold income and the constraints on expanded income for the poorer house- 
holds. Second, we examine the household's expenditures with a view to 
suggesting possible multiplier effects at current consumption levels 
and at increased levels of income. Finally, we look at the macro-economic 
setting and the policies which affect rural household income. 
1 • Micro-Analysis of Rural Househ ol d Income (RHHY ) . 

We postulate that RHHY as we have defined it is a function of six 
key variables: a) household assets, b) farm revenue, c) non-farm em- 
ployment, d) household utilization of basic health and education serv- 
ices, e) household size, and f; socio-economic status. These variables 
and their subvariables are plotted on the tree diagram presented in 
Figure 1 below. 

This analysis is based on a Mission-developed methodology using 
a systems approach. (See Annex C for how it was developed and used.) 
We recognize the methodology has limitations in terms of its design 
and the narrow data base. It is used here simply as a de.ice for 



ordering our data and suggesting hypotheses about the nature of the 
relationships that underlie poverty in Afghanistan. 

In the following pages, each of these variables is described in 
more detail. In addition, within each of these variables, the con- 
straints to increasing rural household income as defined are identi- 
fied. Recognizing our listing is necessarily tentative in the absence 
of more comprehensive field analysis, it is toward these constraints 
that our development assistance strategy is directed, 
a) Household Productive Assets. 

The major productive assets which a rural household controls (or 
has access to) are land, livestock, and capital equipment. In general, 
any increase in the relative size, amount, or quality of these assets 
will result in an increase in household income. 

Land is the most important productive asset in rural Afghanistan, and 
its net productive capacity for e cultivator depends upon its size, 
quality, and type of tenure relationship. 

There are approximately 1.2 million farm families and roughly 
8.0 million hectares of arable land. Nationwide, the distribution of 
this land is highly skeweo: 90 percent of the landowners hold only 
40 to 45 percent of the land, while the top five percent of the land- 
owners hold between 40 and 60 percent. Although the average holding 
is about six hectares, 45 percent of all owne'-operators are working 
plots smaller than 0.5 hectares. ~ 



V DRA's proposed land reform may alter this distribution pattern. 
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In terms of productivity and thus income, however, the actual 

size of a holding is less important than the quality of the land. 

Well-irrigated land, for example, can produce two-three times as much 

wheat as semi-irrigated land, and about five times as much as rainfed 

land; moreover, well-irrigated land can be double-cropped. In tens 

of subsistence, the average family of six could get by with about one 

hectare of well-irrigated land (double-cropped) but would need about 

five hectares of semi-irrigated land and up to 20 hectares of rainfed 

V 
land. 

Fortunately for smallholders, the tenure pattern in Afghanistan 

is such that size and quality are inversely ccrrelated. Smallholdings 

predominate in the well -irrigated, productive areas, and more than 

half of the farms are less than five hectares. Farms in seni-irrigated 

areas average between five and ten hectares. In the dryland areas 

farms are necessarily larger, averaging more than ten hectares. Since 

land in the dry regions is essentially free, everyone has at least a 

few hectares to cultivate, but the richest households own hundreds 

and sometimes thousands of hectares. 

The landless farm families have primarily access to land through 

2/ 
sharecropping. Basically, there are two types of sharecropping: 

share-tenancy and share-labor. In the former, a farmer supplies all 



1/ Due to the lack of water, up to 1/3 of the semi -irrigated land is 
~ left fallow in any year; dryland farms are normally fallowed every 
other year. Thus, the size of the holding for both of these types 
must be larger than simple yields would indicate. 

2/ Since 45 percent of the landowners own less tnan 0.5 hectares, a 
high proportion of these likely sharecrop additional land in order 
to meet their subsistence needs. 
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A rural household's constraints to increasing its ownership or 
access to additional land will depend upon the particular mix of land 
quality, size, and tenure relationships facing it. In rainfed areas, 
for example, the major constraint to farming more land is the lack of 
resources to cultivate the land. Poor households generally lack the 
cash/credit, seed, draft animals, and labor to cultivate more than a 
few hectares, though conceivably they could cultivate as much as they 
wanted. These farmers generally must work the land of others as share- 
laborers, relying on the landowner to supply the inputs. 

Irrigated land, unlike most of the rainfed land which is held in 
common, is privately owned. A household wishing to increase this asset 
can either purchase or sharecrop more land. Most rural households 
probably cannot afford to purchase land, particularly the best irri- 
gated and semi-irrigated lands, and must rely almost exclusively on 
sharecropping. On the other hand, since the well -irrigated areas are 
the more populated areas of the country, population pressure on land 
is probably at its highest, and there is likely to be very little land 
available for either purchase or sharecropping. In such cases, access 
to additional land is prohibited to the majority of rural households. 
Herd s. The second most important productive asset of rural households 
is livestock, mainly sheep and goats. Large herds are found primarily 
in the dryland areas, where the practice of two-three year fallowing 
insures sufficient pasture for the animals; in addition, the low yields 
on rainfed wheat compel farmers in these areas to diversify their in- 
come sources. Between 1/3 and 1/2 of the households in these areas 
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do not permit efficient use of more capital, 
b) Farm Revenue. 

Revenue from on-farm production (which here excludes livestock) 
is the principal source of income for the vast majority of rural house- 
holds. Much of this revenue is in the form of wheat and other crops 
for home consumption or barter. Farm revenue is affected by the fol- 
lowing variables: the productivity of land, labor, and capital; the 
amount and quality of local infrastructure (e.g., roads, energy sup- 
ply, and markets); farm gate prices; the efficiency of the organiza- 
tion of the production system; and the availability of and remunera- 
tion from agricultural employment. Each of these variables is dis- 
cussed below. 

Productivity . The productivity of farming in Afghanistan varies widely 
from area to area but in general remains well below potential yields. 
Wheat, for example, averages only 0.75 MT per hectare on rainfed 
land and 1.8 MT on irrigated land, which is low by Middle East standards. 
Among the reasons for current low yields are the following: unfavorable 
climatological variables, poor soil quality, irrigation inefficiencies, and 
poor farming techniques, reflected in low labor and capital productivi- 
ty. 

The climate is arid or semi-arid throughout most of the country 
with annual precipitation in the 100-400 mm range, much of which is in 
the form of snow. Inter-year fluctuations in the amount and timing 
of precipitation make rainfed cultivation risky and low yielding. Low 
temperatures and high altitudes severely limit the growing season in 
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increase productivity. Most farriers' cost/benefit calculus, heavily 
discounted for risk, does not motivate them to increase productivity, 
given their current circumstances. 

The productivity of capital, especially mechanization, is largely 
irrelevant, given the limited availability of capital assets among 
rural households. Where capital is employed its full productive po- 
tential is constrained by the low productivity of labor, limited energy 
supply, and inappropriate technology. 

Constraints to productivity and thus increased income will ob- 
viously be a function of the particular mix of size, quality, and 
tenure factors discussed earlier. The potential for increased income 
is significant. For example, under experimental conditions the yields 
of both rainfed and irrigated wheat have increased by a factor greater 
than three. While other constraints may vary with local conditions 
and require field analysis to be understood, it is possible to iden- 
tify some tentative constraints. For dry and semi -irrigated lands, 
the major constraints to productivity appear to be deficient inputs. 
The obvious constraint to production increases in tne semi -irrigated 
areas, of course, is water — only 1/3 to 1/2 of the land is planted 
and land that is cultivated does not receive sufficient irrigation to 
attain potential yields. Both areas could benefit from the introduction 
of high yielding, drought-resistant varieties of wheat seed; certain 
improvements in fanning techniques (correct planting dates, proper 
depth of seed, etc.) could also raise yields in the dryland regions. 
Improved health and education would raise labor productivity. 
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- can only sell their produce in local or nearby markets, given 
generally high travel costs to get the product to major markets; 

- are often forced to mortgage or sell their standing crop at 
well oelow market price to obtain cash to carry them through the 
growing season; 

- need cash at harvest and therefore must sell crops when prices 
are lowest. 

Poor integration of markets also tends to reduce prices for most 
farmers. Low farm gate prices discourage the use of agricultural in- 
puts, thus further limiting farm income. Farm gate prices, however, 
may be irrelevant for subsistence farmers in view of their concern 
for food security and low output of wheat, which is needed for house- 
hold consumption. Current political uncertainty is creating further 
market distortions. Moreover, government established wheat prices are 
higher than world market prices, so the constraint lies more with 
fanner conditions than price policy. 

The organization of farm production revolves around the individual house- 
hold, except for maintenance of the community irrigation system. Given 
limited assets and low productivity, the majority of individual house- 
holds are unable to generate more than a subsistence income in kind for 
its own needs. A pooling of assets, production energies, and marketing 
efforts could enhance their power and income, in kind and cash. 

Agricultural employment here refers to the casual, temporary labor per- 

1/ 
formed on another's farm in return for a wage in cash or kind. Such 



1/ Work performed by a share-laborer as previcjsly discussed is not 
included under this category, since his work is performed according 
to his agreement with the landowner and is generally on a year-to-year 
basis. 
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Handicraft productivity and the return to the producer are con- 
strained by the low health and education status of workers, the lack 
of appropriate capital equipment, an imperfect market which depresses 
producer prices, and the lack of associations to organize the estimated 
80,000 production units. These factors keep household cash income de- 
rived from handicraft production well below potential. 
Local industry, commerce, and services . Households with employment op- 
portunities in the rapidly expanding informal industrial sector, though 
few and largely urban, are likely to be relatively better off. Enter- 
prises in this sector include agricultural processing, auto repair es- 
tablishments, machine shops, electrical repair shops, and furniture 
making. Given the lack of data and relatively higher cash incomes likely 
in this sector, its significance is less in terms of understanding poverty 
and more as a potential for alleviating poverty among landless households. 

The major constraint to expanded employment in this sector is the 
lack of effective demand and minimum produce entering the market. Even 
if jobs were available, however, the employment skill level for most rural 
households is so low that they would be excluded from employment con- 
siderations. 
1/ 
Livestock . The productivity of flocks is low, the major constraint be- 
ing the shortage of feed throughout the year, especially in winter. The 
flocks are in a precarious balance with the 40 million hectares of range- 
land, following a cyclical pattern of expansion in years of high rainfall 
and sometimes drastic contraction in drought years. Disease and high 



1/ This section is based on IBRD Appraisal or Second Livestock Develop- 
ment Project - Afghanistan - 1976. 
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the rural primary school-age population has access to a school. A 
majority of the population, therefore, has no choice of whether or not 
to utilize basic social services. Such services are simply not available. 
The constraint here lies in urban biased government policies, limited 
domestic revenues to support free or subsidized services, and poor plan- 
ning and implementation of ministerial programs. 

Even when such services are available, their effectiveness is often 
so low that many people will not utilize them. Basic health centers 
are frequently under-staffed and without modern drugs, and schools 
provide instruction that is largely irrelevant to the needs of the ma- 
jority of the children. Hence, basic health centers are used only as 
a last resort (when the mullah, local shrine, and folk medicine have 
proven ineffective), and half or more of the school -age population 
within a three- five km. radius of the school does net attend. 

Traditional beliefs and attitudes often preclude the utilization 
of even effective social services. For example, many of the cultural 
values pertaining to the seclusion of women prevent the examination of 
the female by a male physician, inhibit the acceptance and use of contra- 
ceptive devices, and generally proscribe female education beyond third 
grade, if indeed the girls are allowed to attend at all. Education, 
however, is one factor which tends to break down these beliefs and 
attitudes and leads to the expanded use of social services. For example, 
it is generally the case that married couples who are literate or have 
a basic education are more likely to accept family planning than those 
who are illiterate or uneducated. Similarly, the wealthier can afford 



employment opportunities for women are very limited, closely spaced 
pregnancies do not involve opportunity costs in the Kay of forfeited 
income for the household. Finally the higher the household income 
the larger the household can become, since parents and children tend 
to be healthier and survive longer and there is enough wealth to go 
around. This points up the potentially explosive demographic situation. 

Nevertheless, several factors act as a check on household size. 
First, the prevailing high infant mortality rate greatly limits the 
number of surviving children since 50 percent of all children born die 
before reaching the age of five. Second, socio-economic factors, e.g., 
crowding, internal disputes, and inadequate economic resources general- 
ly lead to fissioning of extended families, the extended family house- 
hold being an unstable phenomenon except among the wealthy. Finally, 
poor parental health which is prevalent in many households also checks 
fertility and thus household size. With improved health and reduced 
infant mortality, these checks are diminishing. 

It is possible that for some households, increased size leads to 
increased household income. For example, a household with large hold- 
ings of land and/or livestock could use the additional household members 
as a substitute for hired labor; or, the additional family members could 
diversity the sources of the household income (e.g., government employ- 
ment, business, and trading). For these families, the marginal cost 
of raising additional offspring would be offset by the marginal income 
produced by these children who have reached maturity and contributed 
to household income. On tne other hand, for most families without 



- 23 - 

Most critical perhaps is the effect of socio-economic status on 
the distribution of water. The water master (mjrab) is often dependent 
upon the landholders, especially the large and more powerful. Further- 
more, the larger landowners tend to have holdings upstream, giving them 

1/ 
first access to irrigation water. 

Other though less important determinants of socio-economic status 
include* 

- Ethnicity. There is a pecking order among the country's five 
main ethnic groups with Pashtuns at the top, Hazaras at the bottom, and 
Takjiks, Uzbeks and Turkomans in between. Ethnic segregation in terms 
of residence, marriage, social relations and economic activity is the 
rule. 

- Muslim Orthodoxy. While income is needed to fulfill the require- 
ments of Islam, a devout Muslim enjoys more respect in the community 
than one who is less dutiful. Also, the Sunni Muslim enjoys the status 
of being among the clear majority and discriminates accordingly against 
the Shi'ites. 

- Literacy as a scarce skill brings status to the literate, ir- 
respective of income. Predictably, the poorer households are usually 
illiterate. 



1/ Significantly, in well-irrigated areas where land distribution is 
most egalitarian and smallholders predominate, the jirga operates 
along more democratic or representational lines. Discussions and 
voting occur before major decisions are made, and the Mirab is 
elected to office rather than appointed by the wealthy and power- 
ful. 
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improvements, etc., which would result ultimately in higher household 

income. In Section II of this paper we describe our own development 

strategy for dealing with the constraints describea here. 

2. Micro-Analysis of Rural Household Expenditures . 

In the previous section we identified the major determinants of 

rural household income in Afghanistan. Subtracting taxes and savings 

from this income figure gives the total household income available for 

V 
consumption expenditures. An understanding of how rural households 

spend or consume their income is important in measuring household liv- 
ing standards and predicting the economic impact of household income 
gains. Increases in aggregate income and consumption will be needed 
to generate and sustain economic growth. A review of the major cate- 
gories of household consumption follows. 

Food . Rural households consume nearly 2/3 of their income in the form 
of food. The standard fare for most households is bread and sugared 
tea, with soup or sauce and perhaps yogurt at noon and evening meals. 
On special occasions, rice, meats, and sweets are consumed. When 
available, fruits and vegetables are also eaten. In remote mountainous 
areas, however, vegetables and fruits are rarely consumed. Indications 
are that meat, fruit, and vegetables are highly income elastic. A 
CI NAM study found that between 30 and 35 percent of the people in one 



1/ Taxes and savings are almost insignificant, given the low levels 

~ of cash income generated by most rural households. The major direct 

taxes on fanners are a land tax and a head tax on livestock, both 

mainly affecting the wealthy, who by all accounts pay tax on only 

a portion of their land and herds. Aggregate savings are minimal. 
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particularly in the more urban areas students must purchase uniforms. 
Overall, education probably takes less than five percent of the dis- 
posable income for those with children in school. 
Ceremonial Expenses . These can severely eat into a household's in- 
come and often force the family into debt. Expenses related to mar- 
riage have been the major ceremonial expenditure. The bridewealth, 
or money and goods given in exchange for the bride, often amounted 
to more than $1,000. Other expenses associated with the marriage may 
bring the total cost to the groom's family to as much as $2,000. The 
government's recent Decree No. 6 has made the brideprice illegal, but 
the other expenses will undoubtedly continue; furthermore, it is 
likely that many families will continue to demand a brideprice of some 
sort before they will give their daughters in marriage. Other cere- 
monial expenses of note are those associated with male circumcision, 
religious sacrifices, and communal feasts. In general, these cere- 
monial expenses probably take from five to ten percent of the household's 
disposable income and are probably income elastic. 
Other Expenses . The remaining income is spent on a variety of items 
all of which tend to be income elastic. For example, the mullah and 
malek each receive between 50 and 100 Afs from each married man in the 
village per annum; local saints also receive an annual gift of cash; school 
teachers usually receive a small amount each year from the parents of 
their students; and transportation and expenses related to shelter also 
take a small share of the disposable income. In addition, a certain 
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3. Macro-Analysis 

A brief sketch of the Afghan economy provides the context for 
reviewing the policy variables that reinforce poverty in Afghanistan, 
a ) The Economy 

Afghanistan is characterized by a mixed economy, with the traditional 
sector in private hands and the modern sector dominated by the State. 
The major industries are publicly owned and managed, and State farms 
may increase with land reform. Education and health service are 
also heavily subsidized. 

The rural economy representing 85 percent of the population en- 
compasses agriculture, livestock, handicrafts, and rural trade. Only 
the latter two are monetized to any significant degree. The rest con- 
sists mainly of the government administration, the industrial sector, 

urban trade, tourism, and transport. Total GNP in Afghanistan in 

1/ 
1976/77 was on the order of Afs 115 billion ($2.4 billion ~ ) which 

translates into a GNP per capita of Afs 8,200 or about $180. A sec- 
toral analysis of the Net Domestic Product and economically active popu- 
lation is shown in Annex D Table I. Per capita GNP has grown at about 
three percent over the last ten years. 

Afghanistan's current foreign trade pattern and its rate of ex- 
pansion is highly suggestive of a comparative advantage in agriculture. 
More than three-quarters of Afghanistan's export earnings are in agri- 
culture, and all major export items, with the exception of natural gas, 
are based on agriculture. See Annex D Table II. The rate of growth 



1/ $1.00 = Afs. 47.38. 
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amount to only four percent. The reasons are two-fold: First, the 
economic structure of the country is not conducive to efficient tax 
collection (e.g., 1/4 of 6NP is in subsistence income, most income 
and employment is in agriculture and rural handicrafts, and foreign 
trade is small); and second, tax administration (records, assess- 
ments, etc.) is very weak, leading to widespread tax evasion. 
Monetary policy since the revolution has continued to follow the very 
conservative course of past governments. Thus despite rising foreign 
exchange reserves and an appreciating Afghani, inflation until recent- 
ly has been kept at around six percent. Because much of the money 
supply is held outside the banking system, the government's ability 
to influence lending and investment is restricted. Nevertheless, ex- 
cessive prudence has limited the extent to which foreign exchange 
earnings have been channeled into development. Finally, the large un- 
monetized sector of the economy also limits monetary policy leverage. 
Investment policy has been heavily influenced by the availability of 
foreign aid, which has represented over 2/3 of development expendi- 
tures; and by the past governments' emphasis on major infrastructure 
(e.g., power, transport, major irrigation) and industrial development. 
(See Annex E for further details on the allocation of the past develop- 
ment budget.) Consequently, most of the investment has been directed 
at urban centers and special regions like the Helmand, Nangarhar, and 
Kunar valleys. On the one hand, urban based investments have led to in- 
come disparities. On the other hand, regional investments started with 
poorer regions and therefore have probably improved distribution. 



has doubled between 1960 and 1978, there has been a skewing of income 
distribution toward the wealthier classes (IBRD, 1978:50). Indicators 
of general welfare of the population between 1960 and 1978 show little 
or no progress. For example, the crude birth rate has increased (49.0 
to 51.4), the crude death rate has only been reduced slightly (34.1 to 
30.7), life expectancy remains low (32.8 in 1960, 34.6 in 1978), and 
per capita caloric and protein intakes have decreased (from 86 percent 
of daily requirements to 83.0 and from 63.9 percent to 58.0, respective- 
ly). Only in education have any real advances been made: the primary 
school enrollment ratio has increased from 9.0 to 28.0, and the secondary 
ratio from 1.0 to 11.0. But much of this increase has occurred in urban 

areas, and vocational enrollment as a percent of secondary has decreased 

1/ 
remarkably, from 11.0 to 3.0 percent. Another area showing some pro- 
gress has been institutional development, best exemplified by the Afghan 
Fertilizer Company (AFC) and the Agricultural Development Bank (ADB). 

There are several reasons why there has been little or no progress 
in meeting basic human needs. First, the past government's development 
strategy (loosely based on a Soviet model) has favored capital-intensive 
heavy industry. Second, the government has skewed much of its provision 
of social services (e.g., health and education) toward the urban areas. 
Third, the government has evinced a paternalistic attitude toward the 
rural areas, refusing for the most part to decentralize the development 
process and allow rural people to participate more fully in the planning, 
design, and implementation of projects; consequently, the projects that 



1/ All comparative data cited here come from IBRD 1 5 Afghanistan: Fruit 
and Vegetable project, 1978, Annex 1, PP. 1-2. 



The new regime also appears concerned with ensuring women's rights. 
One indication is the recently issued Decree No. 7 which abolishes the 
brideprice for a girl given in marriage, establist>es a minimum marriage 
age of 16 for girls and 18 for boys, and bars forced marriages. In 
conclusion, despite some promising signs, it is too early to assess ac- 
curately the DRA's commitment to BHN. 
E. DRA DEVELOPMENT PLAN AND BUDGET. 

The new government is now preparing its Five Year Development Plan. 
Ministries, however, have produced little more than shopping lists of 
capital projects and Ministry of Planning's criteria for reviewing 
and integrating the various sectors are loosely defined. Although the 
plan is due out in March, its preparation is not going well and the 
government has opted for a one year plan now while it completes the 
Five Year Plan. 

The government does not appear to have a ccncrete development model 
in mind, but clearly is ideologically attuned to Marxist theory. In- 
stead, the plan is to be guided by a "basic human needs" objective 
(i.e., food, clothing, and shelter) and the objectives enunciated by 
Prime Minister Taraki in the Basic Lines of Revolutio nary Duties broad- 
cast in a speech on May 9, 1978. Among the 30 points outlined, the 
following are particularly relevant in terms of our proposed strategy: 

1. Implementation of democratic land re'orm, reclamation of arid 
lands, expansion of irrigation. 

2. Ensuring of equality of rights of women with men in all social, 
economic, political, cultural and civil aspects. 
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the kind of strategy the DRA should follow to achieve its announced 
objectives for growth and equity. 

First, Afghanistan's comparative economic advantage lies in the 
processing of agricultural surpluses both for the domestic market 
and for export. It is also the key to increasing income levels of the 
poor. Afghanistan's development strategy should therefore be directed 
to agricultural -led growth. Espousal of a capital intensive/heavy in- 
dustry approach would be misguided, since investment in heavy industry 
would not be the most effective use of scarce capital resources, 
either to generate additional income or employment. The shortcomings 
inherent in such a strategy of economic development are clearly borne 
out by world experience of the last 2D years. 

Second, resources available to past governments have not been 
allocated rationally or equitably, either between or within sectors. 
Basic social services have been directed at urban areas and favored 
the elite. Resources should be allocated to reflect the basic needs 
of the poor in terms of productivity, income and minimum levels of 
health and education. 

Third, the levels of investment necessary for development are 
constrained by the limits of GNP and Government revenues. Neverthe- 
less, the opportunities for resource mobilization have not been 
maximized in the past. In addition to traditional revenue generating 
measures, the Government should do more to utilize privats income (i.e. 
fee for service), encourage private invesfcrent, and maximize non- 
monetary investment (i.e., self-help). 
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very nature, such projects do little to expand either absorptive or 
development capacity. Block financial transfers unrelated to spe- 
cific objectives (e.g., lines of credit) tend to go unutilized or when 
used impact only on foreign reserves rather than rural development. 
Projects that include institution building components, on the other hand, 
can significantly expand both absorptive and development capacity. 
G. OTHER DONORS. 

External assistance to Afghanistan over the next five years has 
yet to be clearly defined pending completion of the new Five Year Plan. 
If traditional patterns hold, annual assistance flows can be expected 
in the $200-250 million range, with lower levels in the early years 
and higher levels in later ye=rs as development projects come on stream. 

Unquestionably, the Soviet Union will play the role of major dono*\ 
Since the revolution at least 29 trade and aid agreements have been signed 
totalling $105 million. The Soviet assistance portfolio is heavily 
concentrated in energy and mineral exploitation and large scale irri- 
gation development in Nangah?>-, the Lower Kokcha Valley, at Ka'lagai 
near Puli-Khumri, at Sardeh in Ghazni, and in Balkh. Soviet interest 
has also been expressed in health and education. 

Western donors, excluding the U.S., can be expected to provide 
another $100 million annually. The IBRD is clearly the leading donor 
with projected commitments of $60 million a year. The IBRD program, 
heavily influenced by its recommendations for an agricultural export 
led strategy, represents a systematic attempt to promote growth and 
alleviate poverty. Accordingly, its portfolio addresses such critical 



PART II STRATFGY 

A. USAID OBJECTIVES 

Based on the above analyses, we conclude that AID can most ef- 
fectively contribute to the achievement of basic human needs of the 
poor by pursuing a strategy to raise household income of the tar- 
get group. Specifically, USAID has set three basic objectives to 
guide this strategy: 

1. To move subsistence farmers into the cash market economy; 

2. To provide off-farm employment for the landless, near-landless, 
and farmers with unproductive land, and 

3. To increase participation of rural women and children in 
the development process. 

Subsistence to cash farming. Mos-. basic needs are met in the market. 
They include minimum requirements for private corsumption. But the 
market can perform only as well as need can be tran:lateC into ef- 
fective demand. Income is the key. Although other elements of basic 
needs, such as health and education, are maintained through govern- 
ment systems, they are not unrelated to income levels. Taxes and fees 
for service, for example, both arise from income. Basic needs are not 
being met because incomes in general are too low and inequitably dis- 
tributed. 

The prospects for significantly increasing nation*" income are 
dramatic. The World Bank estimates that an agricultural-led growth stra- 
tegy could achieve a seven percent annual growth rate or a doubling 



CONTINUOUS BREAKS IN SEQUENCE 
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opportunity, we believe a special effort is required to ensure women 
and children are in the best position to take advantage of these 
opportunities and to increase their contribution to national develop- 
ment. 

As field analyses are carried out, these objectives will be 
further defined in measurable terms. This will permit us to better 
evaluate the effectiveness of our strategy over time. 
B. USAID STRATEGY 

Cur strategy centers on growth witn equity. The diagram on the 
following page summarizes how our strategy proposes to alleviate the 
constraints faced by the poor households and achieve our objectives. 
There are seven major program elements: 1) food security, 2) off- 
farm employment, 3) regional development, 4) integration of women, 
5) reducing infant mortality, 6) population, and 7) primary education. 



1. Food Security . 

Food security as used here covers expanded wheat production on 
rainfed land and shifting production to higher value crops on irri- 
gated land. This is the key to reaching the subsistence farmer who 
is heavily dependent on wheat for his income. There is evidence that 
farm families, even with cash market access, are unwilling to risk 
security for increased income if food availability is not assured. 
Also, food security is needed to avoid famine which hurts the poor 
most. Food security then is our first priority for moving subsistence 
farmers into the cash market economy. 

Food security based on domestic production supplemented with 
judicious imports is economically more rational than a policy of self- 
sufficiency, since the latter would require greater use of irrigated 
land for wheat production and thus forego opportunities for higher 
value crops. 

A food security strategy must take into account the interde- 
pendence of all farmers. Thus emphasis must be directed at increas- 
ing the capacity of poorer wheat farmers to grow more wheat so that 
as farmers on irrigated land move to higher value crops, the poor 
farm can fill the vacuum thus created. 

Afghanistan is fortunate that such a strategy which will provide 
direct impact on rural poverty is also the country's best growth 
strategy. 

Food security will require national programs to raise production 
creating a framework for income gains. Recognizing tne difficulty of 
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targeting production programs on the poor, however, regional programs 
are critical to ensure that income qains accrue to the poorer farmers. 

At the national level, this strategy requires a policy to stabilize 
wheat prices both to assure adequate incentives to enter the market 
for semi-irrigated and dryland farmers and to assure a secure supply 
at reasonable prices for the fanner foregoing wheat production. A 
program of domestic procurement, price stabilization, imports and 
storage is key to this strategy. If the Government pursues this stra- 
tegy, the Mission will propose a major PL-430, Title III progran in 
coordination with other inputs from the World Bank and United Kingdom. 

While a national pattern of corstraints facing the subsistence 
farmer is hard to identify in the absence of further field analysis, 
it is necessary to assist national programs aimed at supplying agri- 
cultural inputs (e.g., fertilizer, improved seed, farm implements) 
and credit. For example, the Afghan Fertilize 1 " Co. (AFC) has been 
instrumental in manufacturing, procuring, and distributing fertilizer 
(urea and imported DAP) through its extensive retail network to farmers 
cultivating high yielding varieties (HYV) of cotton and wheat. In 
fact, the fertilizer corporation has been so encouraged by these ef- 
forts, that it is planning tc expand its provision of inputs to in- 
clude insecticides, small implements, and the distribution of improved 
seed. The company is also attempting to expand its outreach. 

The Afghan Seed Corporation (ASC) multiplies HYV seed for dis- 
tribution to farmers throughout the country by AFC. This corporation 
could directly support food security if it chose to procure, multiply, 
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at increasing on-farm irrigation efficiency in traditional irrigation 
systems. We also plan to explore alternative low cost sources of rural 
energy to improve exploitation of ground water resources and extend 
pump irrigation possibilities. Productivity increases for dryland and 
semi -irrigated fanners may also be linked to farm- to -market roads. 

Parallel to our proposed efforts are a number of other initiatives 
which can contribute to a food security strategy. The Government's 
land reform if effective could assure that production gains result 
in increased income for poorer farmers. However, the likely short 
run effect of land reform will be a drop in production. The effective 
formation of cooperatives may raise productivity. The IBRD's Fruits 
and Vegetables project is expressly designed to accelerate the shift 
of irrigated lands to export crop production. 

Population growth directly affects food security. At current 
population growth rates and assuming continued consumption at 163 kg 
per capita, by the year 2,000 average annual wheat production will 
have to rise from the current 2.5 million MT to 4.5 million MT in 
order to ensure food security for the projected 25 million Afghans 
Consequently, an effective family planning program to offset the im- 
pact of this growth, especially with improved health status and re- 
duced infant mortality, must be an integral part of providing food 
security. (See 6. below for details on how we proposed to address 
population.) 

The food security component of our strategy represents the Mis- 
sion's first priority for raising household income. Indeed it is the 
necessary first step for the other elements of our strategy to succeed. 
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strategy on the specifir constraints to cash market participation 
of specific populations in specific regions. 

A regional group of subsistence farmers which exemplifies high 
potential for moving into cash fanning is found in the Helmand Val- 
ley. Despite its high growth potential, the Helmand Valley still 
remains fairly subsistence oriented and under developed. Important 
strides have been made, but farmer incomes remain below the national 
average. The Helmand has become a wheat surplus area. Intensified 
cash crop production is now needed to integrate the Helmand farmer 
fully into the market economy. 

The large infrastructure investment already made in the region 
has created significant opportunities to accelerate this process and 
maximize returns on past investments. We plan to undertake efforts 
to improve water management, coupled with a rationalization of the 
on-farm irrigation network and expanded drainage in the Central Hel- 
mand project areas. This should bring about rapid increases in small 
farmer productivity and incomes. A concerted effort in adaptive re- 
search and extension can accelerate the shift from subsistence crops 
to cash crops. Rural electrification will become feasible in 1982 
when the Asian Development Bank completes its project to expand power 
generation capacity at Kajakai. The availability of power would spur 
further agricultural development, b-oaden opportunities for small- 
scale industry, and increase the well-being of Helmand residents. 

The rich resource base offers significant opportunities for increasing 
subsistence farmers' market participation. W. Kajakai or Central Arghandat 



- 51 - 

for broadening the poor's participation in development by mobilizing 
village resources for self-sustaining development. Working with co- 
operatives in the less productive regions may provide a solution. 

The Mission has little experience with programs in local de- 
velopment in such regions. A phased regional rural development pro- 
ject will enable us to identify constraints and suitable approaches. 
Such regions will need to be included in the national network of co- 
operatives, health centers and primary schools. Well placed rural 
roads can facilitate delivery of services and people's access to 
jobs and services outside their village. 

The Rural Development Department (RDD) is likely to be the 
coordinating agency for integrated rural development efforts in these 
regions. Another possible area of assistance may be to help develop 
RDD's national training institute to train its village worker staff 
more effectively. 
h. Women's Participation . 

Anyone familiar with Afghanistan can appreciate the challenge 
of formulating a program to increase women's participation in the 
development process. Success in raising household income through 
food security and off-farm employment opportunities is necessary to 
expand the options available to rural women. But women must also 
be able to control their fertility, raise their healtn status and 
acquire the knowledge and skills to perform the roles they choose 
to play. The Mission plans programs in family planning, maternal 
health services, and non-formal education which can contribute to 
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public health programs without a population component suggests a 
population of 46 million by 2025, up from the current level of 14 
million. Improvement in the health programs but still without ef- 
fective family planning services, will lead to an estimated popula- 
tion of almost 70 million. An improved health program coupled with 
a population program drops these estimates to 39 million. 

The choice for Afghanistan is whether its population fifty years 
from now will be 39 million or 70 million. Policy. makers in the Govern- 
ment have not focused on this problem. They nave yet to perceive its 
implications for today. 

It is our intent to move on three broad fronts: a) population 
policy; b) integration of health, nutrition and family planning serv- 
ices; and c) investigation of alternative systems for introducing 
family planning information and services. 

Other elements of our strategy should also contribute to reduced 
fertility. Primary education for girls is positively correlated with 
lower fertility rates, as are outside employment opportunities for 
women. Higher incomes may or may not impact on fertility rates. These 
linkages will bear evaluation as we implement our strategy. 
7. Primary Education 

Children hold the key to Afghanistan's future and must be given 
every chance to contribute their full potential. Three fourths of 
the school age children are, however, without access to basic education. 
Most of those who do have access get too little schooling and of the 
wrong kind. The price paid by the country in terms of lost potential 
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is critical to raising the enrollment of girls. 
Interaction of Strategy Elements 

We wish to underscore the integrated nature cf the strategy. 
Food security is needed to encourage the shift from subsistence to 
cash farming. The resulting income gains are required to generate 
demand for local products and encourage development of local industry. 
Both elements will also help expand opportunities for women and for 
children as they move into adult life. Furthermore, many of our ac- 
tivities, e.g., health services, non-formal education, rural infra- 
structure, family planning, contribute simultaneously to all three 
objectives. While each element of the strategy could stand on its 
own in terms of providing direct benefits to the target group, in 
combination they are likely to have a sior.ificantly greater develop- 
ment impact than the sum of the elements. 
C. TACTICS 

See Annex F. (Limited Official Use) 
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will have to supplement the resident staff with outside design and 
evaluation expertise on TDY. The Mission plans, however, to lead and 
control the design and evaluation process by integrating outside per- 
sonnel into Mission teams. Direct hire staff will be kept at a mini- 
mum by relying on self-supporting contractors with full implementation 
authority, with Mission personnel concentrating en program develop- 
ment, project design, monitoring, and evaluation. 

The Mission will be organized into five technical offices with 
one or two technical advisors served by a Design and Planning Office 
(DP), a Controller's Office, and a Management Office. 

This staff level and organization is predicated on our moving 
forward with the proposed strategy as a whole. Obviously, if circum- 
stances change, staff requirements will have to be reviewed. 



Proposed USAID Development Assistance Program 

For FY 1981 to FY 1985 bv Key 

Areas and Projects ($000) ' 



Areas of Emphasis aid Projects 

I. Food Security 

0163 Int. Wheat Dev. I (C)-* 
Int. Wheat Dev. II (N)*** 

0178 Grain Stab. (PL 480) (C) 

0171 Irriq. Dev. I (C) 
Irriq. Dev. II (N) 
Aq. Inputs Distribution(N) 

- Aq. Credit II (N) 

II. Off-Farm Employment 

~ Rural Industry Dev. I (N) 

HI. Local Development 

~ Cen. Hel. Water w airt,III(fO 
Cen. Hel. Research & Ext.(N) 

- Master Plan D ev . (N) 
New Area Dev. (%') 
Rural Electrification (N) 

0170 Regional Rural Dev. I (C) 
Reaional Rural Dev. II (N) 
Cooperatives Dev. (0PC)(N) 

IV. Rural In frastructure (to support 
" I. II. Ill) 

- Rural Rds. (N) 
Rural Energy Res. (V) 

V. Non-Fornal Education (to 
"support I, II, III) 

Non-Formal Edu. (N) 

RD National Trna. Inst. (N) 



Prior 


FY 


FY 


FY 


FY 


FY 


LOP* 


Obs. 


1981 


1982 


1983 


1984 


1985 


Total 


16,886 
2,355 


11,492 
2,023 


9,5H0 


10,600 


9,500 


8,500 


66,478 
4,378 


- 


- 


1,000 


2,500 


2,000 


_ 


5,500 


10,500 


5,500 


5,500 


2,100 


. 


. 


23,600 


4,031 


969 


- 


- 


- 


- 


5,000 


" 


- 


- 


- 


2,000 


5,000 


7,000 


- 


1,000 


1,000 


2,000 


2,000 


- 


6,000 


" 


2,000 


2,000 


4,000 


3,500 


3,500 


15,000 


-__ 


1,000 


1,500 


1,500 


3,500 


_ 


7,500 


~ 


1,000 


l,5no" 


1,500 


3,500 


- 


7,500 


1,245 


5,255 


8,500 


12,500 


12,000 


24,500 


79,500' 


) - 


2,500 


2,500 


2.500 


2,500 


- 


10,000 


) - 


- 


2,000 


2,000 


1,000 


2,000 


7,000 


- 


1,500 


- 


- 


- 


- 


1,500 


- 


- 


2,000 


2,000 


3,000 


7,500 


25,000' 


- 


- 


- 


3,000 


3,000 


8,000 


18,000' 


1,245 


1,255 


1,000 


- 


- 


- 


3,500 


- 


- 


- 


1,500 


2,000 


7,000 


12,000' 


- 


- 


1,000 


1 .500 


- 


- 


2,500 




—1 — 


2,500 


2,000 


3,000 


4,000 


11,500 


- 


- 


2,000 


1,000 


3,000 


4,000 


10,000 


- 


- 


500 


1,000 


- 


- 


1,500 


— I — 


1,000 


2,000 


2,000 


2,000 


2,000 


9,000 


- 


1,000 


1,000 


2,000 


2,000 


2,000 


8,000 


) - 


- 


1,000 


- 


- 


- 


1,000 



* LOP totals exceeds sum of 1981-1985 obligations because of a carry over beyond FY 85. 
** (C) = Current Project 
***(N) = new Project 



THE STRATEGY AS RELATED TO 
OBJECTIVES, CONSTRAINTS AND MEANS 



OBJECTIVE NO. 1 : To move subsistence farmers into market economy. 

PROGRAM MEANS 



CONSTRAINTS TO ACHIEVING 
OBJECTIVE 

-land tenure 

-hinh risks to substituting cash crops 
for wheat. 

-unavailability of critical production 
inputs. 

-insufficient capital/credit to under- 
take production for the cash market. 

-undependable markets for wheat pur- 
chases and cash crop sales. 

-lack of knowledge of improved agri- 
cultural practices. 

-excessive family size relative to 
resource base. 

-price fluctuations from harvest to 
harvest. 

-low yield rain-fed varieties. 

-fluctuations in amount & timing 
of precipitation. 

-inefficient irrigation systems 
and practices. 



Support agriculture-led strategy 
based on food security. 

Grain Stabilization 

Ao. Credit 

Ag. Inputs (Fertilizer, Seed, 

farm Implements) 

Integrated Wheat Dev. 

Irrioat'on Development 

Rural Rds. 

Rural Eneray Research 

BHC Staff Tra. and Construction 

Non-Formal Education 

Radio-Extension 

Population Planning 

AFGA 

Regional development to intensify 
Cssh Crop Production 

CH Hater Mgmt 

CH Research and Extension 

Master Plan Development 

New Area Development 

Rural Electrification 

BHC Staff Trg. and Construction 

Non-Formal Education 

Rural Roads 



*0ur Droaram means can obviously meet 
onlv a limited number of the con- 
straints we hove listed. 
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Improve Utilization and Productivity of Labor 

A. Average Annual Growth Rate o^ Labor Torce l ft 7^-75, 2.1 

B. Averaqe Annu-il Growth Rate of Employment 1970-75, _-- 

C. Averaoe Annual Growth Rate of Enoloyment in Manufacturim 
1074-76, _J 

D. Rate of Unemoloynent, 7.0 



E. Percent of Labor Force in Aoriculture 1°7">, 32 

P . Fer.ales as r of L^bor Force 1970, 13 

r =. "ercent of Population of "ork A^e (15-54 years) 1975, 

i'. Average Incremental Cacital Output F.atio 19t"G-73, -- 

Ii-or-ive f nricultural Productivity 

A. Percent of Land n v/ned by Lamest 10 r o f '"Vners,j>C 



Z. "ercent o c Land Owned by snail est 10 r o f Owners, 1 
C. "-verane "nnual Growth n ate o* Agriculture 1°7^-7 C , 



0. Index o f n er Capita Food Production I n f5/f7=10" Av. 1974/71, J* 

E. Food Inmrts ?s c Total Ir ports 1Q75, 27 

F. Viriculture Production oer Rural Person (!K>) l r '7C, 103 

C. n opulation Oensit" per Sc. Kn. o* ^r^Se Land (n ft ;'a) 1°7 P -, 1"2 



l ; . fl iri cultural Lxoenditure as '• of Total Public Expenditure l"7f, 4.32 
Irnn ve :j ealth ind 'lutriticn renditions 



A. Crude Heath r ate 1075, 31 

ij. Percent Chanoe in Crude death Rate lP^Q-75, -3.3 

C. Life Fxoectancy at Dirth 1975,__35__ 

0. A .dd'l Yo^rs in Life Expectancy Oained n ur in" 1061-75, 



E. Infant Mortal itv p ate r~Z, 2* r - 

f. Child Mortal ity Pate (anes 1-4) 1Q7 5, 24 

G. Per Capita Caloric Supply is r pf Requirements , 83 

H. °er Capita Protein Suoply (Prans'Day), 52 

I. Percent of Population with Access to Sa r e ! 'ater 1075, 9_ 

J. Percent o r Population with Adequate Sewerage Disposal 1975, 21 

:<. Annual Disparity Reduction r ate in Life Expectancy 1?60-7S, ?.3 

L. "nnual Disparity "eduction "ate in Infint ".ortality l G gQ-74, -- 

M. Population per Physician 1974, 2f,l- n 

',i. Perflation 5er Nursinn Person 1P74, 23, ^P 

0. Population oer Hosoital Bed 1°76, 5,200 

?. i^siital Bed Occupancy '''.ate, 78 

\ Support Personnel per p :!ysician, _l.° 

t. Population "»er Primary Health 'orfcer, 1; ,"7 n 



S. Health Expenditures as ' of Total Public Expenditures l'7t, 2-5 

T. Public Mealth Expenditures as r of ^: p l°7f, 0-65 

U. Public Health Expenditures per Capita (i:$) 1976, _L20_ 

°educe Population "■■■cv.th via Fertility Decline 

A. p ercent o f Population under Ape 15 1975, L * 

B. Crude Birth Pate 1975, CI 

C. Percent Chnnoe in Crude 3irth Pate 19PH-74, C.3 

D. Total Fertility Rate P7£, f..? 

E. Percent of Married '•'oneri Usin^ Family PI -\nr.inn, <-2 
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A survey of income distribution in 12 villages of 7 provinces was taken by 
the Ministry of Planning in 1970. According to this survey between 11 and 
60 percent of the population of these villages lived in absolute poverty. 
The survey shows that income distribution in the rural areas is somewhat 
less skewed than in Kabul, The survey indicated that the bottom 50 per- 
cent of households earned between 15 percent and 25 percent of total income, 
while the upper 10 percent earned 30 percent to 40 percent. Land tenure 
patterns £er se did not appear to play a significant role in determining 
income distribution within villages. Some of the most inequitable dis- 
tribution appeared in villages where over 85 percent of the farmers were 
owner-operators, while some villages with between 40 percent and 50 percent 
sharecroppers showed no more inequity than other villages with only 20 per- 
cent sharecroppers. The impact of land tenure apparently is masked by the 
more important factor of quality of land. Land tenure, however, is en im- 
portant determinant of income, and the landless are generally poorer than 
the landed. 

The following table shows the average annual per capita income and land 
availability in 1970 in the 7 province sample villages which were surveyed: 







Average 


Total Irrig. 


Equiv. 


% Population 




Sample 


Per Capita 


Land 


Per Capita 


in Absolute 


Province 


Population 
1,015 


Income(Afs) 
6,670 


(Jerib) 


(Jeribs) 
2.40 


Poverty 1/ 


Baqhlan 


2,432 


11 


Kandahar 


990 


5,631 


2,369 


2.40 


25 


Kunduz 


1,125 


4,508 


2,866 


2.54 


21 


Par wan 


684 


2,653 


632 


0.92 


48 


Ghazni 


1,633 


2,514 


1,746 


1.07 


59 


Nangarhar 
Laghman 


1,094 
385 


2,041 
2,671 


1,014 
493 


0.93 
1.28 


60 * 
47 



Based on 1969/70 absolute poverty level, calculated to be Afs. 2,907. 



ANNEX C 
METHODOLOGY 
The USAID/Kabul mission has developed a methodology to assist 
it in formulating its 1981 CDSS. Since many of the underlying 
assumptions contained within the CDSS are derived from the methodo- 
logy, it will be useful to sketch briefly the nature of the meth- 
odology we employed. 

The methodology consists of 4 stages. These are: (1) problem 
identification, (2) model building, (3) data collection and analysis, 
and (4) strategy formulation. Each of these stages is described 
more fully below. 

1. Problem Identification . This stage consisted primarily in 
identifying the overall objective of the mission. Given our man- 
date, it was imperative that we focus on the poor , but we were un- 
certain just who they were, why they were poor, and what it was we 
could do for them. After a number of brainstorming sessions, we 
decided that our basic goal should be to satisfy basic human needs. 
But this seemed too general for analytical purposes. We, therefore, 
looked to household income as a proxy for BHN. To this end, house- 
hold income was broadly defined to include cash, in kind income and 
access to certain basic social services, such as education and 
health. The next task was to develop a model for understanding 
household income. 

2. Model Building . Recognizirg that 85 percent of Afghans live in 
rural areas, we decided to focus on the rural household. We began 
by identifying the primary independent variables which affect rural 
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(increases in one variable result in increases in the other) and 
3 are inverted relationships (i.e., a decrease in one results in 
an increase in the other). The household size variable itself was 
found to correlate negatively with rural household income. The 
investigator, working closely with the population office, had to 
glean from available data a feel for what the magnitude migh; be 
of each of these sub-variables, which were the most important, which 
were the most intractable, etc. This procedure was followed in 
attempting to understand each of the other major variables. Once 
the relationship of a sub-variable to the main variable was under- 
stood, we examined what the contraints were to poor households 
increasing their income in terms of that variable. 

The next step in the analysis was to examine household ex- 
penditures with a view to understanding how increases in income 
might be expended and what effect this would have on generating 
further increases through multiplier effects. Finally, the macro- 
analysis attempts to survey the economic and policy context within 
which rural household income is generated. 

4. Strategy Formulation. Our strategy evolved easily from our ana- 
lysis. Against a set of defined objectives and our understanding 
of the major constraints to increasing rural household income, we 
only had to ariculate the various cross sectoral thrusts our pro- 
grams should follow in order to reach the target group and overcome 
the identified contraints. 



Table I 
NDP and Economically Active Population 
(1975/76) 



Agriculture and Livestock 

Handicrafts' 

Industry and Mining 

Construction 

Transport and Communication 

Commerce 

Services 

Other 

Total 







No. of 








Persons 




Million 


* Of 


Employed 


% of 


Dollars 


NDP 


(000) 


Total 


997.55 


55.4 


2,492.8 


52.9 


139.90 


7.9 


843.6 


17.9 


61.77 


3.5 


40.7 


0.9 


39.43 


2.2 


44.7 


0.9 


62.85 


3.6 


56.6 


1.2 


214.75 


12.2 


257.3 


5.5 


156.98,. 


8.9 


691. 6 0/ 


14.7 


110.551/ 


6.3 


282.72/ 


6.0 



1,763.78 100.0 



1/ Includes Housing. 

2/ Includes unemployed whicn amounts to 2.7 percent of the total labor 
force. 

Source: IBRD, p. 9. 



Table II 
Value of Exports of Principal Commodity 
1972/73 - 1976/77 
($ U.S. million fob) 



Dried Fruits and Nuts 

Fresh Fruits 

Ginned Cotton 

Karakul 

Carpets and Pugs 

Natural Gas 

Others (2) 

Total 



1972/3 1973/4 1974/5 1975/6 1976/7 (1) 



30.5 


44.6 


58.2 


54.7 


74.4 


10.7 


21.6 


31.5 


20.1 


27.0 


11.1 


7.2 


34.7 


35.3 


68.1 


16.1 


17.0 


12.7 


10.4 


22.5 


10.8 


14.5 


19.9 


16.1 


24.1 


17.1 


18.0 


32.1 


46.3 


36.3 


28.2 


36.2 


41.5 


52.6 


57.6 



124.5 159.1 



235.5 310.0 



(1) Provisional 

(2) Most of which are agricultural 



Footnotes : 

1/ The revised estimates for 1976/77 are based on provisional actuals 
for ten months. 

2/ Include*motor vehicle registration fees. 

3/ Includes revenue from fixed import and export taxes. 

4/ Data from Research Department, Da Afghanistan Bank. This item 

represents revenue from selective taxes on cotton, oilseeds, raisins, 
and walnuts. 

5/ Staff estimates based on data provided by the Research Department, 
Da Afghanistan Bank. This item represents profits from government 
foreign exchange transactions with Da Afghanistan Bank. 

6/ Includes stamp taxes. 

7/ The 1977/78 Eudget combines exchange profits end selective export 
taxes under the heading "Commercial transactions". The latter have 
been decomposed into the two former components in the same propor- 
tions as they were in 1976/77. Since exchange subsidy exceeds the resulting 
exchange profits and we present these data on a net basis, there is no 
entry here for exchange profits. 



ANNEX E 

Allocation of Past Government Expenditures 

Government expenditures are snail in relation to GNP, although they have 
been increasing in recent years. In 1972/73 total expenditures on both 
the ordinary and development budget amounted to 10.8 percent of GNP; by 
1976/77 this proportion had risen to 18.3 percent. During this same period, 
the proportion of the budget allocated for development projects increased 
from 44 percent to 54 percent. See Table 1. 

Within this budget there are serious allocation problems. Programs 
addressing basic human needs receive low priority. Agricultural programs 
were allocated less than two percent of the ordinary budget and 20 per- 
cent of the development budget in 1977/78. The Seven Year Plan allocated 
25 percent of the development budget to agricultural programs, yet 
agriculture contributes 60 percent of GNP and 70 percent of employment. 

Allocations for social services were also low. Health accounted for 3.7 
percent of the 1977/78 budget and during the course of the Seven Year Plan 
this was projected to drop to 3.1 percent. Health accounted for an even 
smaller portion of the development budget. It was allocated less than 
three percent of the total In 1977/78 and is expected to average only 1.2 
percent over the planned period. 

Even more disturbing than the low budget levels for health was its internal 
allocation. Urban hospitals received a disproportionate 49 percent share of 
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In the past five years 37 percent of education's ordinary budget and 
42 percent of its development budget have been spent on primary 
education; there are two million primary school -age children. These 
figures were 16 percent and 39 percent respectively for higher education; 
there are tenthousand university enrollees. Unless greater attention 
is given to education in general, and primary education in particular, 
Afghanistan will continue to have a majority of its population illiterate 
and untouched by the modernizing influences of formal schooling. 

The Government's allocation of its expenditure was based on a development 
approach which is urban oriented and industrial growth led. To meet the 
needs of Afghanistan's population will require a fundamental restructuring 
of Governmental priorities. The basic income, health and education 
needs of the population should be attacked directly. Thus, a greater 
portion of Governmental resources within those sectors funding must be 
directed to basic needs. That implies the structuring of delivery systems 
to impact the rural agrarian population. It is to be hoped that the 
new 5-Year Plan will face up to these challenges, as preliminary 
indications suggest. 



